




























1.1. Foreword of the Mayor 
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South Africa is regarded as a constitutibnal 
democracy with detailed responsibiliti^ land 
obligations for the elected leadership as 
the constituency, respectively, 
responsibilities that government has to pi 
the constituency is the regard 
communities from the scourge of pov 
underdevelopment. 
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The Mafube Local Municipality has developed a vision and mission statement in recogniji 
commitment of the role given on the constitution. Those are as follows. 


VISION 


'To be a democratic government which will ensure 
the well being of the entire community 


MISSION STATEMENT 

To provide integrated, effective and transparent government by ensuring: 

o economic growth 
o a safe and healthy environment 
o effective service delivery 
o sound f inandal management 

With these good intentions in mind we endevoured to make our programmes realize our 
2005/06 financial year accompanied by our fledging community participation 
achievements must therefore be noted given the fact that current revenue generation mechdi 
not allow for increased revenue. In addition, as municipality, we struggle to because our area ' 
rural and there is rampant poverty and unemployment. 

We have also noted in agreement with report of the auditor general for the 2005/ 
performance and suggestions that a lot still need to be done in order to improve his op 
strength to deliver services with complete financial prudence. 

We therefore undertake to improve on areas that have been identified and thereby commi-lj to 
them a priority in the 2006//07 financial year. 


Mayor 

Mr. LDM Ntombela 
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1.2. Overview of the municipal area 

Mafube Local Municipality - Scographics 

Mafube consists of four towns (Frankfort, Villicrs, Cornelia and Tweeling), as well as a rural area co 
mainly of commercial agriculture. Villiers, Tweeling and Cornelia are located in on area of agri 
significance and mainly provide restricted services in this regard to the surrounding rural communit 
primarily accommodate farm workers migrating to these towns . 
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Frankfort/ Namahadi 

Frankfort remains the growth point in Mafube and plays a major role in terms of a regional service 
and industrial and commercial development. Frankfort is situated 55km east of Heilbron and appro 
120km south east of Sasolburg. Frankfort is a typically developed small town, serving the prer 
surrounding agricultural community. 


Tweeling /Mafohlaneng u J + 

The Greater Tweeling is located approximately 150km east of Sasolburg end 350km north-eett 
Bloemfontein and is situated adjacent to the Frankfort/Reitz Primary road. Other larger centres sdeh 
Vereeniging and Vanderbijipark are all within 160km from Tweeling. Primary agricultural activities jnclu|li 
sheep and cattle forming, maize and sunflower seed production. 
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Villicrs/ Qalabotjha i n Lj 

The Villicrs town area is situated on the banks of the VqqI River, adjacent to the N3 National Robd 
Gauteng and Durban. In relation to other major centres, the town is located 120km from Johannesbu'i 
from Vereeniging and 117km from Sasolburg. Villiers is predominantly agricultural orientated where produ, 
os maize, sunflower, wheat, grain, sorghum, meat and dairy products are produced. Villiers functions as 1 
concentration point for products in the district from where it is directly exported. The gram silos 
together with other grain silos in the district have a storage capacity of 273 000 tons. 

The tourism related nature of specifically Villiers adjacent the Voal River should be enhanced focus| 
density residential development on the riparian areas and "recreation and tourist" attractions ps 
in the Voal River Complex Regional Structure Plan. 
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SrGrrairr^CrrX^sTtLatcd 40km east of Frankfort, 160km east 
Villiers The town is situated adjacent the R103 secondary road between VVarden and Viiliers. Cornells 
developed as a small town serving the predominant surrounding agricultural community. 

1.3. Demographics 


Population . 

The lowest estimated population figure for Mafube in 2008 is 61936. The latest official figure 

2001 There was a considerable decline in the rural population of 10.3% per annum over th^ 
period. The highest annual population growth rote was in Villiers with on annual growth - 
Tweeling and Cornelia also experienced relatively high levels of population growth 
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The Mafube Local Municipality has developed a vision and mission statement in recognitji 
commitment of the role given on the constitution. Those are as follows: 


and 


VISION 

”To be a democratic government which will ensure 
the well being of the entire community" 


MISSION STATEMENT 


To provide integrated, effective and transparent government by ensuring: 

o economic growth 
o a safe and healthy environment 
o effective service delivery 
o sound financial management 


With these good intentions in mind we endevoured to make our programmes realize our goals 
2005/06 financial year accompanied by our fledging community participation process 
achievements must therefore be noted given the fact that current revenue generation mechaj|ii 
not allow for increased revenue. In addition, as municipality, we struggle to because our area 
rural and there is rampant poverty and unemployment. 
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We have also noted in agreement with report of the auditor general for the 2005/06 
performance and suggestions that a lot still need to be done in order to improve his opinion 
strength to deliver services with complete financial prudence. 
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We therefore undertake to improve on areas that have been identified and thereby commit 
them a priority in the 2006//0 7 f inancial year. 
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1 . 2 . Overview of the municipal area 
Mafube Local Municipality - ©eographics 

fcWe Crists of f..r f.». (Fr.-kf.rt, Villiert. C.m.l. ond Heeling), o. ».ll « o rur<J o™ »,« -g 
™i„ly of »»merd.l ogri.oltord Vilk.rt, Wir, »,d Corr^li. ore loafed ir on ora of ogroolto rt 
eig„ita-ce ond moi.l, prrt,lde rertriC.d servi... in thid regord to the eorranding and o.n,mun,tied o -d 
primarily accommodate farm workers migrating to these towns . 
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120km dooth eodt of Stdotog. Fr.nkf.rt is o typialV developed smoll town, servmg the pre<om,.,«t 
surrounding agricultural community. 

^TsratlTteelil^'Ts'^oated opproximotely 150km eost of Sosolborg ond 350km north-e.st rf 
terior- isrttootedodioan, to the Bmnkf.rt/Peits Pri^ rood. ^ “ 

tereeniging ond Vonderbijlpmrk ore rtl nithin 160km from Tweeling. Pr.mory ogr.alturol ortiv.t.es 
sheep and cattle forming, maize and sunflower seed production. 
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from Jeenigirg ond llTKm fan, Sosolbotg. IMIiers is predominontl, ogrialtorol orientated P™ ^ 

Z!:,so„;L.»he.,.gain,s.rgbom,meo,ondd.i^p™dortsorepr.do«d.««»^^^^^^^^ 

conantrotlm, point for prodoc, s in fhe district from .her. it is ^ ^ 

together with other grain silos in the district hove a storage capacity of 273 000 tons. 

The tourism related nature of spedficotly Villiers adjacent the Vaal River should be enhanced focuii^ un bw 
reXrLTntiL development L the riparian areas and Vecreaticn and tourist" attractions os .der t.fied 

in the Voal River Complex Regional Structure Plan. 
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1.3. Demographics 
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Age 


Compared with South Africa, the Free State, and Fezilc Dabi, Mafube had the largest percentage o 
people younger than 15 years. The percentage in Mafube was 34.5 /o compared with 29.4 /» ii| thj 
district. Mafube also had the highe:!t percentage (7.97o) of population older than 60 years. 


Sender 

The census data reveals that the percentage of males dropped from 47.7% in 
1996 to 46.8% in 2001. 


1.4, Socio-economic profile 


Sector contribution 

The proportional contribution and trends of the economic sectors in Mafube, Fezile Dabi and the Fre^ 
guides the potential and decision making 

process of development. Economic Sector 

Contribution in M afube 
30ll 


Econotnic Sector 


FeiiSc Cwbi Free State 
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Table; Proportional contribution of economic sectors in Mafube ( Source: Quantec database) 
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The relative contribution of agriculture has decreased rapidly in AAafube. The relative importance 
of manufacturing in Mafube is acknowledged. Nearly one guarter of the economy in Maf ube is 
dependent on manufacturing - mainly linked to the agricultural economy in and around 
Frankfort, Sectors in which remarkable proportional gains arc reported arc trade, transport 
and community services. 

Unemployment 

Unemployment remains a critical concern in the area and unemployment figures could generally 
be considered as high. Only 16.6% of the population is employed. The most recent unemployment 
statistics for Mafube is 13.3%; the; portion of the eligible work force that is unemployed, is 
calculated as 24.6% and 30.4%. of the population is not economically active. 

Poverty levels 

26.8% of households in Mafube, ha;! no income. Compared with Fezilc Dabi and the Free State, 
Mafube has the highest percentage. Cornelia has the highest percentage of households with 
no income {38,2%), followed by Viiiiers (34.5%). Villiers has the largest number of people with no 

income followed by Frankfort with fewer people with no income. People living in poverty in Mafube 
is estimated at 77%. 





2.1. Introduction 

Performance management is a tool that provides a conducive climate for improved service 
delivery and reporting on set priorities of the municipality for a given financial year. The 
Municipal Systems Act requires that the municipality establish a performance system that 
is commensurate with its resources, best suited to its circumstances, and in line with the 
priorities, objectives, indicators and targets contained in its integrated development plan 
(IDP). It is required to promote a culture of performance management among its councillors 
and officials. 

It is on instrument that is used es part of strategic management that correctly informs 
budgeting, planning and performance management in quite an integrated manner. With 
implementation of the system, the municipality is enabled to plan better by way of informing 
all stakeholders in a coordinated manner of progress achieved and how performance was 
measured and thereby providing informed report on the successes and challenges that must 
be addressed in the future. 

The municipality has not yet implemented the system due to a number of reasons. Firstly, 
the system requires that money be set aside as incentive for senior managers ond secondly, 
a wholesale inculcation of the culture of performance reporting which could take some time. 
Thirdly, wc are a low capacity municipality and the implementation would definitely has to 
cause structural reorientation of some responsibilities in order to accommodate those 
related to performance management. 

2.Z. Mafube Local Municipality's PMS approach 

Our approach to performance management will be aligned to the Municipal Systems Act, 32 
of 2000specificallY on performance management which clearly states quite a number of 
processes. Firstly, wc will attempt to link our key priority areas with those of the province 
in order to create some alignment. This is key for the municipality in order to assist m the 
implementation of nationally and provincially set targets. 

Secondly, it would then link key performance areas to our developed strategies, key 
performance indicators and targets. 

Thirdly, Scorecards of departments would have to be developed and consolidated in o 
municipal scorecards. These scorecards arc the basis for performance agreements signed 
between senior managers (HODs) and the Municipal Manager. The above is best illustrated 
in the form of a diagram as follows*. 


biagram : Link between Organisatioficl PM and Individual PAft 


The Objectives of the ttunicipality; 

Provide democratic and accountable government for local 
communities; 

Einsure the provision of services to communities in a 
sustainable manner; 

Promote social and economic development; 

Promote a safe and healthy environment; 

Elncourage the involvement of communities and community 
organisations in the matters of local government. 




The Integrated Development Plan and 
Organisational Performance 
Management 
fToD-Loyafc^D BIPt 


Department Objectives 
fTechnicQ^DBIP^ 


Individual Objectives and Individual 
I Performance Management “V 


2.3. Institutionalising PMS 

The Performance management responsibilities lie with the accounting officer. It is expected 
that the Municipal Manager and the Office of the Mayor are custodian of 
management and therefore performance contracts, performance agreements PersormI 
development plans will be developed firstly for the Municipal Manager. f 

performance management is the managers who account directly to the Municipal 
AS Q start ail Manager must be accountable for the tasks that they are to dcl,ver^Th«e 
then mean that the municipality should first ensure that senior managers account for the 
work that they have been contracted to do. 


2.4. Auditor Seneral's Report on PAAS for 2005/06 


=ORMANCE 


the AG ,3 
report 


Item description 


Non-compliance with regulatory 
j requirements 

Development 
implementation of PMS 

and 

Development 
implementation of KPIs 

and 

j^ctual service delivery 



AG'3 finding 


INU SUppvt liny 

municipality adopted amendm ents of the IDP 


me municipaiijy uiu nui — r- 

implement formally documented KPIs whi 
include prescribed KPIs os required 
regulation 10 of MPPMR. 


Internal monitoring 

The municipality did not monitor and compare' 
I actual and targeted progress 

Internal control 

The municipality does nothavc internal aidit 
1 activity as prescribed by section 45 (q) of ihe 
I MSA and regulation 14(1) of the MPPMR 


Performance measurement and The municipality has not comp.led 


r’ertormance meuaui — • * 

reporting | performance measurement framework 

Revision on strategies and I The municipality did not review its stratejies 
hi£.r+ives and objectives based on its actual and targeted 

1 results and did not draft and adopt a formally 
documented process to assist with the revision 
of their strategies and objectives. 




2.5- 2006 Performance Monagemcmt Regulations 

In August 2006. the new Municipal Performance Regulations for Munidpd Monagers and 
Managers directly accountable to Municipal Managers was promulgated These regulation 
are bLing to all 284 municipalities in South Africa. The following are key provisions of the 
regulations'. 

A performance agreement entered into for each financial yeor or part thereof; 

. A new performance agreement must be concluded within one month after the 

commencement of the new financial year, ^ 

. Employee must be assessed in terms of: Key performance areas (80 /o)and Core 

competency Requirements (.20 />); 

• A 5-point rating scale should be provided for each KPA 

• Performance bonus range: 5%-14%; 

• A score of 130%-149 is awarded a bonus from 5%-97o; ^ 

. A score of 150% and above is awarded a bonus from 10%-14%; and 

. A guaranteed annual cost of living adjustment to salaries must be paid, which is not 

linked to performance 



2.1. Political Structure 



The menicipelrty is represented by 14 eouncili.rs, 2 of »hom ore foil-time. The fulltime 
councilors are the Mayor and the Speaker. 


2.2. Administration 







REPORT OF THE AUDITOR-GEMERAL TO THE FREE STATE ^ 

LEGISLATURE AND THE MAFUI3E LOCAL MUNICIPAL COUNCIL ON THE 
FINANCIAL STATEMENTS AND PERFORMANCE INFORMATION OF MAFUBE 
LOCAL MUNICIPALITY FOR THE YEAR ENDED 30 JUNE 2006 

REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1 I was engaged to audit the accompanying financial statements of the Mafube Local 

Mun^Jty^hich comprise the balance sheet as at 30 June 2006. income 
statement, and cash flow statement for the year then ended. ^ ^ 

significant accounting policies and other explanatory notes, and the accounting 
officer’s report, as set out on pages 31 to 65. 

Responsibility of the accounting officer for the financial statements 

2 The accounting officer is responsible for the preparation and fair presentation of 
these financial statements in accordance with the entity-specific 

as set out in accounting policy 1 to the financial statements 'n he mann^ 
required by the Local Government; Municipal Finance Management Act, 200J fAct 
No. 56 of 2003) (MFMA). This responsibility includes: 

. designing, implementing and maintaining internal control relevatit to the 
preparation and fair presentation of financial statements that are free from 
material misstatement, wfiether due to fraud or error 

■ selecting and applying appropriate accounting policies 

■ making accounting estimates that are reasonable in the circumstances. 

Responsibility of the Auditor-General 

3 As required by section 1 88 of the Constitution of the Republic of f ^ 

rea^S section 4 of the Public Audit Act, 2004 (Act No. 25 of 2004) (PAA jd 
section 126 of the MFMA, my responsibility is to express an opinion on these 
financial statements based on my audit in accordance with the International 
Standards on Auditing. Because of the matters discussed in the Basis for disclaimer : 
of opSn parira^ however, 1 was not able to obtain sufficient appropriate audrt ^ 
evidence to provide a basis for an audit opinion. 

Basis of accounting 

4. The municipality's policy is to prepare financial statements on the 

basis of accounting, as set out in accounting policy note 1 to the financial 

statements- 

Basis for disclaimer of opinion 

5, Property, plant and equipment 

Due to the following; matters it was not possible to verify the existence, ri^ts 
Obligations, completeness, valuation and allocation and fair presentation of property, plan 


and equipment in the sum of R177 021 258 (2005: R169 307 856), as disclosed in note 6 to 
the financial statements; 

(a) The fixed assets at cost according to the fixed asset register differ by R7 713 282 {2005. 
R28 895 781) from fhe total fixed assets disclosed in the financial statements due to the ac 
that the asset register has not been timeously updated during the current financial year. 

(b) Erven that are included in the fixed asset register with a cost of R1 298 177 were identified 
that are not registered in the nami; of Mafiibe Local Municipality. Consequently, fixed assets 
at cost and loans redeemed are overstated by R1 298 177. 

(c) A large number of assets (599 in total) are included in the fixed asset register at a cost of RIO 
or less This is inconsistent with the accounting policy that states that assets are disclosed at 
cost or at valuation based on maiket price at the date of acquisition. The entity s records did 
not permit the application of alternative audit procedures. Consequently, fixed assets and 
loans redeemed are understated with an unknown amount. 

(d) The descriptions, serial numbers and location of items as inificated in the fixed asset register 
are not adequate. The required procedures to physically verify the existence valuation an 
completenel of assets with a cost of R77 510 774 (2005; R71 406 781) could therefore not 
be performed. 

(e) A deeds register and title deeds to indicate the municipality’s ownership of properties could 
not be submitted for audit prrposes. Consequently I could not venfy *e "ghtynd 
obligations of the municipality with regard to properties with a cost of R21 321 945 (200 . 
R9 910 046). 

(f) During the physical verification of assets, damaged assets with a cost f ^ ^ 

identified. The fixed asset register includes additional assets with a cost of R1 283 092 th 
are marked as damaged. No provision was made against loans redeemed for the impainn 
of these assets. Consequently assets and loans redeemed are overstated by an unknown 
amount. 

(g) Proof could not be submitted that the municipality performed a physical verification of assete 
S the year to ensure that all assets listed in the fixed asset register still exist and to 
ensure that all assets are included in the fixed asset register. 

fht It is evident from the matters raised above that the procedures and practices implemented by 

‘ rcoig offic, oot consiMl, efl^.ive to ons™ efficient conxol over 

as required by section 63 of the MPMA. Therefore, as the relevfflt information is not 
available, it is not possible to determine what the total impact is of the matters listed above 
with regard to property, plant and equipment, expenditure and the accumulated surplus. 

6. Debtors 

fat The provision for bad debts that is included in note 10 to the financial statements was 

^ ^ evali^ted by recalculating the provision based on the average rate of payments on debtors 
accounts. According to the recalculation the 

R39 600 000 (2005; R;i6 500 000). The provision of R 22 830 (2005_]^0 762 518) 

the related expense are therefore understated by at least R16 969 170 (2005. R15 737 482). 

It is clear from the previous paragraph that an effective ™ ^ 

been implemented by the accotmting officer as required by section 64(2)(a) of the MFMA. 

(b) A list of the debtors written off during the year 

Consequently, it could not be verified whether the amount of R2 131 688 as disclosed in note 


10 to the financial statements, is accurate and that the accounts that are included on the list, 
are valid. . 

939 in note 10 to the financial statements, could not be submitted for audit purp . 

W SuppocUng docrnn^tionlo verify 

(e, of R. S75 ri4. with reg^a .0 «d 

included in other current debtor,! iti n financial statements. 

sTr«i 

understated by the same amount 
overstated by R338 365. 

■.. 1 - „„^A +.W T? 0 001 fOfi that is disclosed as amounts paid in 

( el Supporting documentation with regard 1 1 +n the financial statements 

"h^t^ira i^^ - 

rights and obligations with regard to this amount 
(h) The validil, of the indigent nnbridies amoonting to Ri 895 i63 couid not be v».M no the 
applications could not be submitted. 

7. Investments t., 

c*L~=f,rs:s=r== 

creditors are overstated by R120 050. 

8. Provisions . 

WSuppori,n9d^umah«;oUub« 

leave amounting to R1 245 586 that is aisciosea in i ^ approximately 

allowances are understated by approximately R1 1 4 700. 

,b) Due ,p .he .ah. .ha. Rie 'rh4^^"hy 

S"",: r;^.Jontf a! 30 dune 2005 is ovars^ by R693 

918, 

9. Creditors j 

(a) A difersbce C RR iS ^27 »as idanlffl^b^^ite 

2006 received front die Depadment of Wat^ » and hor^ _ 

fcSW“o;3s’*:f fLe ^niMo recon.hNa.ion cou« be provided U, expiai 


the difference. Consequently, creditors and trading services expenditure are 
overstated by R278 727 . 

(b) An understatement of approximate!, R589 ™ 

e>^^Hor^ tav A/ ATI receivable with regard to creditor s accounts tnai carry 

The Si ThaTSS elevant information is not available, it is not possible to djemiine 

Te Sher accounts and the amounts whereby they are overstated or understated. 

(c) Supporting documentation with regard to unspent grants of 
obligations with regard to unspent grants. 

respectively are overstated by R188 774. 

(e) Llabilitior, for fixed ossete to be P" 

disclosed in note 1 1 to the financial statements is incorrect. 

10. Funds and reserves 

made since the 30 June 2002 financial year. 

11 . Revenue . n-17 

"SeTbTfpii" eooL d.e ™o™,. b, which debtors are — ed .„d: 

creditors are overstated. ; 

in - .d ^erai «rrdced 

income of R3 1 688 823 and the related consumer debtors. ^ 

(c) included in the actual -"y Sing an incl^ 

regard to free basic v/ater and electncity. ^ expenditure; 

account and debiting the expenditure accoun . income statement are overstated 

”rrr.SiJ“e”.;»» of -h. mo^cipobV c«r « ^ 

actual amounts. I 


(d) Furthennore, the equitable share has been reallocated to the different services based on the 
amounts included in the budget. Consequently, the revenue for community services as 
disclosed in the income statement is understated by R7 850 341. The revenue as disclosed in 
the income statement for subsidised services, economic services and trading services are 
overstated by R639 788, R1 967 993 and R5 242 560 respectively. 

12. Capital commitments 

(a) Mafube Local Municipality did not maintain a contract register that indicate approved 
contracts, the amount spent on tliese contracts and the amount that was still available to be 
spent. Consequently, I was not able to confirm the completeness and accuracy of the capital 
commitments of R1 771 197(2005; R2 055 854) as disclosed in note 32 to the financial 
statements. 

The budgeted amount for each project, and not the actual contract value, was used to 
calculate the capital commitment balance that is disclosed in note 32 to the financial 
statements. Consequently, capital commitments are understated by R222 598. 

(b) Furthermore, the capital commitments note is not complete as the following information, as 
required by the Specimen of the Published Annual Financial Statements for Local 
Authorities, published by the Institute of Municipal Finance Officers (IMFO) is not disclosed: 

(i) Commitments in respect of capital expenditure: 

• Approved and contracted for and 

• Approved but not yet contracted for 

(ii) The funding of the capital commitments. 

13. Incomplete and incorrect disclosures in the financial statements 

(a) An amount of R5 699 274 is disclosed in note 23 to the financial statements as a prior year 
adjustment. No details have been disclosed with regard to the nature and reason for the 
adjustment. Furthermore note 23 to the financial statements does not disclose the 
contributions made from the operating account. 

(b) The valuation of municipal properties and residential and other - rateable properties as 
disclosed in note 13 to the financial statements is overstated by R2 892 400 and R226 150 
respectively, when compared to the valuation roll. Furthennore, the valuation of residential 
and other - non-rateable properties is understated by R 3 145 100 when compared to the 
valuation roll. 

The total of the valuations in the 2005-06 financial statements is the same as the total of the 
valuations in the 2004-05 financial statements. Appendix F however indicates that the 
number of stands increased from 13 127 in 2005 to 13 432 in 2006. 

(c) Legal confirmations that were obtained indicated that a contingent liability of R150 000 was 
not disclosed in note 34 to the financial statements. Contingent liabilities are understated by 
R150 000. 

(d) The actuarial valuations of the different pension funds towards which the council made 
contributions were not (disclosed in the financial statements as required by the Specimen of 
the Published Annual lunancial Statements for Local Authorities, published by Institute of 
Municipal Finance Officers (IMFO). 

(e) I am not able to confirm whether or not the cash flow statement and the related notes are 
fairly stated due to the material effect on the cash flow statement and related notes, of scope 
limitations and identified misstatements as reported in this report. 


(f) The information with regard to the outstanding amounts as disclosed m note 34 C to the 
financial statements regarding tas:es, pension contributions and medical aid contnbutions are 
understated by R14 342, R1 074 ;i38 and R24 990 respectively. 

Furthermore, ssupporting documentation could not be submitted with regmd to the amounts 
paid that is disclosed, in 34 C to the financial statements. I could therefore not venfy the 
accuracy and completeness of the in formation with regard to payments that is disclosed m 
note 35 to the financial statement:*. 

14. Irregular expenditure 

For payments totalling R215 524 the number of quotations as required by para^aph 12 of the 
Local oHvemment: Municipal Finance Management Act (56/2003): Mimcipal Supply Chain 
Management Regulations was not obtained. The amount was not disclosed in the financial 
statements as irregular expenditure. 

15. Limitation of scope 

Contrary to section 62(l)(b) of the MFMA and section 15 of the PAA, the mumcipdity did 
not furnish the following suppon:ing documentation. This resulted m a limitation on the scope 
of my audit. 

(a) For payments totalling R39 626 the relevant supporting documentation was not submitted It 
^ could teefore not be verified that these transactions occurred and were accurately recorded 

and that irregular expenditure was not incurred. 

(b) For contracts totalling RIO 347 7034 the relevant contracts could not be submitted to venfy 
the completeness, accuracy, occurrence and existence of expenditure of R8 442 273 and 
commitments of R987 084. 

(c) Although tenders were invited for payments totalling R841 729 the relevant tender 
documents could not be submitted for audit purposes. 

(d) Issue vouchers with regard to the issue of stock to the value of R236 528 could not be 
submitted for audit purpioses. 

(e) For journals tolallir* R1 8 700 126 (2005: R22 207 972) the 

were not available. Journals for corrections amounting to Rll 289 786 made on to 
accounting system were also not available. It could therefore not be venfied whether these 
journals were accurately recorded and were valid, 

(f) During the year allowances were paid to employees to equahse toe salaries tbroi^r^e | 
^ municipality until job evaluations have been completed. The interim allowances paid dun g | 

the year were R150 263 more than it should have been if the allowances were ^alcula ^ 
accotoing to toe recommendations by SALGA. No supporting documentation could be 
submitted to allow me to verify the authorisation for and accuracy of allowances amounting 

toRfOl 612. 

fe) Sunnort for the monthly salaries and benefits payable to a number of employees could not 
® LEnSi in *6 personnel files. Consequently it w- 

whether salaries amounting to R1 297 710 have been accurately recorded and are valid. 

Disclaimer of opinion 

16 Because of the significance of the matters described in the Basis for disclaimer of 
Son oaraqraphs I have been unable to obtain sufficient appropriate audit 
evidence^ to provide a basis for an audit opinion on the financial statements lO 


Local MunicipaSly. Acoodingly, I do not express an opinion on me financial 
statements. 

EAAPHASIS OF MATTER 

17 Assessment rates disclosed in note 13 of the financial statements amounts to R4 043 
^ t(4 while Appendix E to the financial statements discloses assessment rates R6 51 

097. The difference amounts to R2 469 253. 


OTHER MATTERS 

I draw attention to the following mEitters that are ancillary to my responsibilities in the audit of 
the financial statements: 

18. Material non-compliance with applicable legislation 
Municipal Finance Management Act, 2003 (Act No. 56 of 2003) (MFMA): 

(a) Financial statements . 

number of errors as set out in this report. 

(b) Payments not made within 30 days 

Contrary to section 65(2)(e) of the MFMA, creditors with a balance of R4 931 have bee 
outstanding for longer than 30 days. : 

(c) Salary payments to third parties fulfils yn? 

mcludcd Ir, ether crediterx in rroK 13 to the ""“f m ^ 

with regard to salary deductions that are paya e comply with its lax, pension, 

65(2)(f) of the MFMA which requires the municipahly to comp y 

medical aid and other statutory commitments. 

(d) Supply chain management 

to at least 3 instances the 

re^lired in terms of section 1 12(2) of the MFMA. 

(e) Matters reported in prior financial years t m,. maiter - 

In terms of section 1 3 1(1) of the MFm the o/^cular concern th£ t 

ropods « 

Examples of these matters include the following. 

. the matters regarding the fixed asset register as set out in paragraph 5, 


• the recovery of outstanding debt as set out in paragraph 6, 

. documentation that could not be submitted for audit purposes as set out in paragraph 16, 

. rontributions that were not made to the capital development fimd as set out in paragraph 

10 . 

As reported in paragraph 5.1.3 of the 2003-04 audit report, possible 

the appointment of a debt collection firm to ^hom co^ission amoving to M98 

paid Mcurred. These matters have not yet been resolved or reported on by council. 

Local Government; Municipal Systems Act, 2000 (Act No. 32 of 2000) (MSA): 

(f) No written annual performance agreements 

Contmy to seotion 57(1) »d (2) of the MSA, ttae a™ no 

perfomiance agrooments in place for Ihe mumcpal manager and the manager, mreetly 
accountable to him for the 2005-06 financial year. 

(g) Declaration of interest 

Declaration forms signed by the councillors to disclose any direct or indhect personal or 
private business interS which tliat councillor, or any spouse ^ by 

that councillor, may have in any matter while seeing Only 

Sections 7(1) and 5(l)(a) of the MSA, was only submitted for 11 of the 17 councillors. y 
10 of the declaration forms could however be submitted for audit purposes. 

(h) No credit control or debt collection policy 

det Joration of the outstanding debtors at year-end as set out in paragraph 6 above. 


Preferential Procurement Policy Framework Act, 2000 (Act No. 5 of 2000). 

(i) No procurement policy 

2 Otthh iwerema Pmoumment Polio, F,«,owo,k 20» require. ^ 
municipality .hould have a formally dcoumented pmemment jmhey A fo , 
documLed procurement policy could not be submitted for audit purposes. 

Remuneration of Public Office Bears Act 

(i) Payments to councillors j-m i-i- 1 

a- 1 gn/ 1 A t hB A and section 7 of the Remuneration of Public Uttice- j 

&ntrary to s^on 1 «(0 f th paid RlS2 000 for the accommodationi 

riots. . j 

comraty to tJoveAmteat Gnm® »■ 2S33I dated « Vovrmher 2005, the mayor teco.ved ar 
office bearers allowance amoimting to R40 999. 


19. Matters of governa nce 

(a) Internal audit and audit committee 


Mafiibe Local Municipalily did not have a functioning internal audit section or an audit 
committee for the year under review. 

An audit committee and a properly ftinctioning internal audit section is an integral part of the 
control environment of an organisation. The absence thereof leads to the detenoration of the 
internal control environment. 

(b) Trading services 

Paragraph 42 of GAllO; Statement of Generally Accepted Accounting Practice for Local 
Government stipulates that the provision of a trading service 

According to the income statement trading services shows a deficit of R1 829 088 tor tn 
financial year. 

20. Fruitless and avoidable expenditure 

Owing to a continuous bank overdraft interest of R63 046 was paid for use of the facility. 

21 . Vaiue-for-money matters 

(a) The municipality did not develop and adopt the appropriate systems and procedmes to ensure 
fair, efficient, effective and transparent personnel admimstration as required by Section 67( ) 

of the MSA, 

(b) In terms of section 68 of the MSA a municipality must develop its human resource capaci^ 
^ to a level that enables it to perform its firnctions and exercise P^^ers 'n ^ 

effective, efficient and accountable way, Many positions were identified that were ™t 
during the financial year that severely hampered the municipality m performing its functions. 

Internal control 

22 Section 62(I)(c)(i) of the MFMA states that the accounting officer must ensure that the 
Sdpaliv L and mato adecti.e. efficient and t™sp«e„t 

risk management and intenal control. The table telow depicts the ™ ^ 

indicated, as they relate to the five components of internal control. In some instances 
deficiencies exist in more than one internal control component. 


cm II iRiniepI 


Basis foi' disclaimer Ilf opinion 


Property, 

plant and 

equipment 

Debtors 

Investments 

Provisions 

Creditors 

Funds and 

reserves 

Revenue 

Expenditure 






fS® 



commitments 
Incomplete 
and incorrect 
disclosures in 
the financial 
statements 


Irregular 
expenditure 
Limitation of 


Emphasis of matter 


Disclosure 


Oth'er matters 


Non- 

compliance 

with 

applicable 
laws and 
regulations 
Matters of 
ovemance 


Material 
corrections to 
the financial 
statements 
Value for 


Control activities i 

23. The accounting officer did not ensure that adequate approved documented policies ar^d 
procedures are in place for all important business processes, including the computer 
environment. This matter has been reported on for a number of years. 

Unaudited supplementary schedules 

24. The supplementary information set out on pages 25 to 32 does not form part of the financial 
statements and is presented as additional information. I have not audited these schedules and 
accordingly I do not express an opinion on them. 

OTHER REPORTING RESPONSTBELITIES | 







Reporting on performance information 

25. I was engaged to audit the performance information. 

Responsibility of the accounting officer for the performance information 

26. In terms of section 121(3)(c) of the MFWIA, the annual report of a munidpali^ must 
include the annual performance report of the municipality prepared by 
municipality in terms of section 46 of the Local Government; Municipal Systems Act, 
2000 (Act No. 32 of 2000) (MSA). 

Responsibility of the Auditor-Giineral 

27. 1 conducted my engagement in accordance with section 13 of the 

General Notice 646 of 2007, issued in Government Gazette No. 646 of 25 May 2007 
and section 45 of the MSA. 

28 In terms of the foregoing my engagement included performing procedures of an 
audit nature to obtain sufficient appropriate evidence about the performance 
information and related systems, processes and procedures. The procedures 
selected depend on the auditor’s judgement. 

29. 1 believe that the evidence I have obtained is sufficient and appropriate to provide a 
basis for the audit findings reported below. 

Audit findings (performance inlformation) 

30. Non-compliance with regulatory requirements 

(a) Amendment of the IDP 

The following non-compliance with the Local Government: Municipal Systems AcL Act No. 
32 of 2000 (MSA) and the Local Government: Mumcipal Planning and Perf^ance 
Management Regulations, 2001 promulgated in Government Notice No. R 796 dated 
24 August 2001 (MPPMR) was noted; 

(i) Supporting evidence that the municipal council adopted the amendments to the IDP as 
required by regulation 3(3) of the MPPMR could not be submitted for audit piloses. 
The council resolution of 30 March 2006 for the approval of the reviewed ID? was 
obtained but the attendance register of this meeting was not submitted to ensure that a 
quorum was present. The validity of the resolution could therefore not be confirmed. 

(ii) Supporting evidence that the municipality consulted with the relevant ^'strict 
municipality prior to the amended IDP being submitted to council, as required by 
regulation 3(6) of the MPPMR, could not be submitted for audit purposes. 

(iii) Proof that the municipal manager submitted a copy of the amended JD? to the Member 
of the Executive Council for local government in the province within 10 days ot the 
amendment of the plan, as required by Section 32(1) of the MSA, could not be 
submitted for audit purposes. 

(iv) Minutes to ascertain that the community participation forum took part in the review of 
the IDP could not be submitted. 

(b) Development and imp iementation of Performance Management System (PMS) 

The following non-compliance with sections of the MSA and the MPPMR were noted: 


(i) During the 2004-05 financial year the municipality did not review its framework for the 
PMS nor was it reviewed Iror the year under review as required by section 40 of the 
MSA Furthermore, the PMS does not clarify the process of implementing the system 
within the fi-amework of th(! IDP process, or that it is linked to the IDP process and the 
frequency of reporting and lines of accountability as required by regulation 7(2) of the 
MPPMR. 

(ii) Proof that the municipality convened regular meetings with the community forum to 
consult on the development of the framework for the PMS and the development of the 
PMS as required by section 42 of the MSA and regulation 15 of the MPPMR, could not 
be submitted. 

(iii) Evidence that the community forum members were given at least 14 days to consult 
with their constituencies regarding the matters to be discussed at these meetings, m 
terms of regulation 15(2) of the MPPMR, could not be submitted. 

(iv) Proof that the executive committee managed the development of the municipality s 
PMS in terms of section 3<)(a) of the MSA could not be submitted, nor could proof the 
responsibilities were assigned to the municipal manager by the executive co^ittee 
with regard to the development of the PMS, as required by section 39(b) of the MSA be 
submitted. 

The above had the effect that sections 38, 39(c), 41(l)(a) and 44 of the MSA and regulation 
15 of the MPPMR were not adhered to regarding the adoption, implementation, momtonng 
and review of the PMS. 

(c) Development and implementation of Key Performance Indicators (KPI) 

(i) The municipality did not develop, adopt and implement formally documented Key 
Performance Indicators (KPI's) which include the prescribed KPp ^ required 
by regulation 10 of the MPPMR. It also did not draft and adopt a formally documented 
process to assist with the development of the KPI’s. As a result, no proof could be , 
obtained that the municipality set or reviewed appropnate KPI s m terms ot its 
performance management system as a yardstick for measuring performance, including 
outcomes and impact in terms of section 41(l)(a) of the MSA. 

(ii) The municipality’s PMS does not prescribe an annual performance ^view prwess for 
the review of the KPI’s as required by regulation 13(1) and 13(4) of the MPPMR. 

(iii) No proof could be obtained that the local community was invited to p^icipate m the 
setting of appropriate KPFs for the municipality in terms of 42 of the MSA. 

(iv) No input , output or outcome indicators were included in the I 

objectives identified in the IDP as required by regulation 9(l)(a) of the MPPMR 

(v) Proof that KPI's are set for all municipal administrative units and employees and for all 
the service providers with whom the municipality have entered into a service aeliveiy 
agreement as required by regulation 9(2)(b) of the MPPMR could not be submitted for 
audit purposes. 

(d) Setting of targets for performance indicators 

No proof could be submitted to confirm that the municipality set specific targets for each of 
the KPI’s to be adopted. In addition, proof was not available to confirm whether m^ageme 
drafted and adopted a formally documented process to assist with the setting of targets for 


ch of ,h. K t» developed KPfo ao «<,ui«d b, sec™ dldXB of .he MSA »d Kgolation 
12(1) of the MPPMR. 

(e) Actual service delivery 

The —pah., did ,o. .»ch d.e 

during the aetutd seritice delivoo’ »d *■> L a reault. no 

s»eo“rh:iM«t£»™ 

.ith the tinea of aeco«htd.ility and the “ ^Sf 'JSe SvtS o^teS 

documentation available to venfy that each serv. as required in terms 

Government - Performance Management Guide 

for Municipalities. 

(f) Internal monitoring 

The munieipaiity did hot c„„d„»usl, 2 the 

progress and did not draft ami adop a y ^ obtained that 

continuous monitoring and comparison of res . consultation with either the 

the municipality developed its 

municipal wide structure for community pa p „erforraance throughout the financial 

nor monitor its performance and any service provider s perfo^e tmu^ 
y“erms of section 41(l)(c) of the MSA and regulation 13 of the MPPMR. 

(g) Internal control , . + in; 

The ^uhidpaUiy. as part of irt inrtmd »n..oh do» -* ” 

prescTibedbysection45(a)oftheMSAandregulationl4(l)oftheMPPMK 

In addition, there is no performance audit committee in place as is require y regu a ion 
14(2) of the MPPMR. 

(h) Performance Measurement and reporting 
The — paldy, as part of id Pf 

performance measurement framework or con forum in terms of regulation 

S,r,r;^P«"2h o.™ a«d a„y sesrte. 

S“™ceih.erthSof«orioh4KlXe)ottheMSA. 

Forthemorts ihe »,udcipdi., did „« establish • ^ 

in terms ofSection41(l)(e)ofthe MSA and regulation 7(1) Of foe MPPMK 

The municipality’s draft 

financial year under review was not submitted as required by section 
therefore I could not confirm that foe following is reflected. 

. The development and service deliver priortries tmd te perfonhance targets set b, 4.e 
municipality for the following financial year. 

. The measures that were or are to be taken to improve performance. 

. Any other reporting requirements stipulated in Other applicable legislation. 



(i) Revision on strategies and objectives 

Th. mumcip.liS did «view L« ^ ^ 

results and did not draft and adopt a formal y ocu confirmed whether the 

of their strategies and objectives As a improvement, 

municipality established a cycle; arid ^ revised in accordance with the 

»tr^S; ^n;!? ™ o? section 3. of the MSA and 
regulation 7(1) of the MPPMR. 

DELAYS IN THE FINALISATION OF THE AUDIT 

31., was no. aOla to «na|lsa ^ rS^'alfrnS* “ 

"av^ra^r ;n .a..s of Pu«c Pinance 

Management Act, 1999 (Act No. 1 of 1999). 

appreqatton 

32. The assistance rendered by the staff of the Mathbe Local Municipality during the audit is 
sincerely appreciated. 


Bloemfontein 
30 April 2008 


auditor 


general 
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ACTING MANAGER FINANCIAL SERVICES 






REPORT OF THE MANAGER: FINANCIAL 

SERVICES 

Introduction 

It is a privilege to present ttiis report for the 20Q5/20Q6 financial year. 

Operating Results 

Details of the operating results per department, classification and object of expenditure are 

included 

in appendixes D and E. The applicable statistics are shown in appendix F. 

The overall operating results for the year ended 30 June 2006 are as follows: 


Actual Actua l 

' 2005/20 06 2004/2005 

R 1 R 


Pere ant aqe Budgete d - Vari ai 

Variance 2005/2006 __ / br 


Opening deficit 

Opening accumulated surplus 
Operating income for the year 


8,895,518 7,845,488 

53,741,335 54.:349,984 8.1 


67,736,853 62,195,472 

The actual income is only R332 169 less than budgeted for. 


59.073.504 (0.6) 

59.073.504 


■ ■ ■ I Actual ' i sy Perc e ntage: I Budg eted? 

2005/2006 i 2004/2005 Variance , t 200Sfii006:: 


R I Ft ■ 




Operating expenditure for the year 58,398.556 53,269,334 9.6 59,058,367 

Sundry transfers 5,699,274 (69,380) i 

Closing accumulated surplus 3,639,023 8,995,518 

67,736,853 62,195,472 59,058,367 j | 

The variance betvi/een the actual and budgeted amounts is mainly a result of lower actuai: inc 

Rates and general services 

/Actual Actual Perc e ntage _ Budgeted Varianc e 

2005/2006 i 2004/2005 Variance 200!g2006 




31,688,824 I 30.04 4,784 



Income 









Community services 

Properties 

Subsidised services 

Cleansing 

Properties 

Water Park 

Sewerage 

Housing Senrices 

Electricity 

Water 


371.549 

5.956.000 

533.652 

- 

- 

100.000 

33,363 

412.000 

11,405 

5,255 

- 

16.918 

- 

3,000,000 

747 

5,651 

10.000 

1,346 

2,972,140 

3,055,000 

5,715,053 

343,786 

1,310.000 

1,756,1 52 

3.981,657 

5,079,016 

5,603,5 54 

7,713.402 

18,822,016 

13.740,338 


The significant variance between actual and budgeted expenditure is due to the fact that the 
necessary funding could not be obtained for ail the projects 

budgeted. ^ ^ ^ 

Resources used to financi! the fixed assets were as follows : 


Operating income 

Renewal Fund 

Other sources 

Infrastructure fund 

Contributions from District Council 
Grants and subsidies 


7.S9a.2S3 8,341,016 

7,713,402 18.822.016 


10,941: 

2.396,580 

13.74jl,838 


Refer to Appendix C for further details. 1 I 


3 External loans, investments and cash 

The current figures for external loans, investments and cash are as 
follows: 


External loans 


External 

investments 


Bank overdraft 


3.873.093 1,461,072 

3,735,197 3,954,848 


External ioans outstanding on 30 June 2006 amount to R 1 84 039. During the year loans 

totalling R 52 710 were repaid 1 LJ 

Net investments of R 2 41 7 021 were made during the year. There was an improvement of 

R 219 651 in respect of the bank overdraft. I II 

Additional information regarding external loans, investments and cash are disclosed in notf^s 4 

and 1 2 and Appendix B to the financial statements. U, 

The offices at Frankfort and Villiers serve as security for the bank 

overdraft. i 


4 Funds, reserves and provisions 

The current figures for funds, reserves and provisions are as follows: 


The Capital Development Fund 
Other Funds and Reserves 


8,203,158 

3,469,025 

2,729,807 


7,996,316 

3,399,803 


More information regarding funds, reserves and provisions are disclosed in notes 1, 2 an J 3 ; 
appendix A to the financial statements. 

5 Post balance sheet events 

There were no events subsequent to Balance Sheet date that could have had an elfec on 
financial statements as disclosed. 

6 Appreciation — 

I would like to extend my gratitude to the Mayor, Speaker, Counciilors, the Municipal Nana 
Managers of Departments and all officials for the support they have given to me du ing 
financial year. 
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PRIORITY: STREET AND STORM WATER 




































PRIORITY: REFUSE REMOVAL 




































PRIORITY; HOUSING 






























